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BEFORE THE ARIZONA CORPORATION COMMISSION 

Arizona Corporation Cornrnission BOB STUMP 

GARY PIERCE 
Chairman 

Commissioner 

Commissioner 

Commissioner 

Commissioner 

BRENDA BURNS JAN 2 0 2014 

BOB BURNS 

SUSAN BITTER-SMITH 

IN THE MATTER OF THE APPLICATION 
OF AJO IMPROVEMENT COMPANY FOR 
AN ADJUSTMENT IN ITS PURCHASED 
POWER AND FUEL ADJUSTMENT 
CLAUSE RATE. 

DOCKET NO. E-01025A-13-0352 

74298 DECISION NO. 

ORDER 

Open Meeting 
January 14 and 15,2014 
Phoenix, Arizona 

BY THE COMMISSION: 

FINDINGS OF FACT 

1. Ajo Improvement Company (“Ajo” or “Company”) is certificated to provide 

electric service as a public service corporation in the State of Arizona. 

2. On October 15, 2013, Ajo filed a request for an adjustment to its Purchased Power 

and Fuel Adjustment Clause (“PPFAC” or “adjustor”) rate from $0.01000 per kWh to $0.03250 

per kwh to address a projected under-collected account balance. Ajo indicates that customers are 

paying a fuel and purchased power rate that is below the actual cost of fuel and purchased power; 

therefore, if unadjusted, Ajo projects that its under-collected account balance will be equal to 

approximately $283,170 by the end of 2014. 

. . .  

. . .  

. . .  
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Background 

3. Ajo is an Arizona public service corporation certificated by the Commission to 

provide electric, water, and wastewater service to customers in Pima County, Arizona. Ajo serves 

m estimated 1,040 customers. 

4. Decision No. 62764 (August 2, 2000) set a base cost of purchased power equal to 

$0.034699 per kwh, and a PPFAC rate of $0.005332 per kWh. A PPFAC mechanism is 

Zstablished to deal with changes in purchased power costs between rate cases. When the actual 

sost of purchased power is higher than the base cost of purchased power and a utility’s under- 

recovery of costs is projected to persist into coming months, as in Ajo’s situation, the PPFAC rate 

is set to a positive number. However, when actual purchased power costs are lower than the base 

sost of power, the PPFAC rate is set to a negative number. The PPFAC bank balance tracks the 

ilifferences between actual purchased power costs and those recovered through the combination of 

base rates and the PPFAC rate. 

5. in Decision No. 63828, (June 28,2001) the Commission approved a PPFAC rate of 

$0.05000 per kWh. This PPFAC rate was approved in order to stop rapidly-continuing increases 

in Ajo’s under-collected PPFAC bank balance. According to Ajo, the rate reduced the under- 

collected bank balance to the point where it was eliminated before the end of 201 1. 

6. in Decision No. 73079 (April 5 ,  2012), the Commission approved the current 

adjustor rate of $0.01000 per kWh that replaced the previous adjustor rate of $0.05000 per kWh. 

This rate was approved with the expectation that the existing over-collected bank balance at the 

time would be eliminated by July of 2013, and that the Company would have an estimated under- 

collected balance of $20,244 by the end of 20 13. 

Account Balance 

7. Based on actual kWh sales and the cost of purchased power during 2013, the bank 

balance is expected to be significantly more under-collected than originally anticipated. in its 

application, Ajo estimates the under-collected balance will be $97,026 by the end of 2013. The 

Company reports that higher than expected usage also contributed to the under-collection. Ajo 

Decision No. 74298 
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;tates that in 2012, the unit cost for power averaged $0.054721 per kWh, but in 2013 that figure is 

:xpected to rise to an average rate of approximately $0.06244 per kWh. 

4iok Proposal 

8. Ajo is proposing to increase the PPFAC rate from $0.01000 per kWh to $0.03250 

3er kWh, effective February 1,2014. Based on its current estimate of power costs, Ajo believes its 

xoposal will eliminate the under-collected balance by early 2016. Based on average residential 

nonthly usage of 525 kWh, Ajo estimates that under its proposed rate, the average residential 

xstomer would experience an increase of $11.81 per month. 

9aff  Analysis 

9. Staff notes that Ajo’s proposed increase to the PPFAC rate would result in a 

;ignificant increase in customer bills. Therefore, Staff looked at various alternatives to mitigate 

.he bill impact. Staff recommends that the increase be spread over four years as follows: 

2014 $0.02438 per kWh 

75 % of requested rate; average residential bill impact = $7.55 over 2013 bill 

2015 $0.02763 per kWh 

85 YO of requested rate; average residential bill impact = $1.71 over 2014 bill 

2016 $0.03250 per kWh 

100 % of requested rate; average residential bill impact = $2.55 over 2015 bill 

2017 $0.03575 per kWh 

1 10 % of requested rate; average residential bill impact = $1.7 1 over 20 16 bill 

Attached is a worksheet illustrating Ajo’s current and Staff-proposed PPFAC rates 

and the associated account balances based on actual sales and power cost data from January 2013 

to October 2013 and forecasted data from November 2013 through December 2017. 

Notice 

10. 

11. Ajo notified Staff that it had published notice of its proposed adjustor rate in the 

October 21, 2013, edition of the Ajo Copper News, a newspaper of general circulation in Pima 

County. Staff recommends that Ajo notify its customers of the actual adjustor rate approved by 

the Commission no later than with the first bill under the new rate. 

Decision No. 74298 
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Recommendations 

12. Staff has recommended that the following PPFAC rates be approved starting 

February 1 of each year and remain in effect until further order of the Commission: 

2014 $0.02438 per kWh 

2015 $0.02763 per kWh 

2016 $0.03250 per kWh 

2017 $0.03575 per kWh 

Staff has also recommended that Ajo notify its customers of the actual adjustor rate 13. 

ipproved by the Commission no later than with the first bill under the new rate. 

CONCLUSIONS OF LAW 

1. Ajo is an Arizona public service corporation within the meaning of Article XV, 

Section 2, of the Arizona constitution. 

2. The Commission has jurisdiction over Ajo and over the subject matter of the 

ipplication. 

3. The Commission, having reviewed Ajo's application and Staffs Memorandum 

iated December 31, 2013, concludes that it is in the public interest to approve an updated PPFAC 

rate as discussed herein. 

. . .  

. . .  

. .  

. . .  

. .  

. . .  

. . .  

. . .  
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ORDER 

IT IS THEREFORE ORDERED that Ajo Improvement Company's PPFAC rate is reset as 

liscussed in Finding of Fact No. 12. 

IT IS FURTHER ORDERED that Ajo shall notify its customers of the actual adjustor rate 

ipproved by the Commission no later than with the first bill under the new rate. 

IT IS FURTHER ORDERED that this Order shall become effective immediately. 

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION 

/ 2OMMIS SIONER 

IN WITNESS WHEREOF, I, JODI JERICH, Executive 
Director of the Arizona Corporation Commission, have 
hereunto, set my hand and caused the official seal of this 
Commission to be ffix City of 
Phoenix, t h i s 2 9  3 da ,2014. 

DISSENT: 

DISSENT: 

SMO:EAH:sms\WVC 

Decision No. 74298 
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SERVICE LIST FOR: Ajo Improvement Company 
DOCKET NO. E-01025A-13-0352 

Mr. Jason D. Gellman 
Roshka DeWulf & Patten, PLC 
One Arizona Center 
400 East Van Buren, Suite 800 
Phoenix, Arizona 85004 

Mr. Steven M. Olea 
Director, Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Ms. Janice M. Alward 
Chief Counsel, Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
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